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Inflationary Threats 


During the war there were many guesses as to 
whether this country would enter a period of in- 
flation or deflation after the fighting was over. The 
picture at present is not completely clear cut one 
way or the other. In some parts of our economy 
deflationary forces are predominant and in other 
parts the opposite is true. 


TAXATION: ‘The taxation bill which was just 

passed by the House of Represent- 
atives touches both aspects of the problem. It de- 
creased the excess profits tax which was designed to 
capture war profits, but was never intended for 
peacetime use. Complete elimination of this tax 
would give business more incentive to expand and 
would encourage the use of capital in new enter- 
prises. Although the Treasury and business had 
asked to have the excess profits tax abolished the 
House chose instead to decrease it from 85149 to 
60°%% and also to lower business surtaxes on the cor- 
porate income tax by 4%. 

The House measure also lifted all income taxes 
from twelve of our fifty million taxpayers and pro- 
vided cuts ranging from 10% to more than 40% for 
the remaining taxpayers. These reductions amount- 
ing to $2,627,000,000 could be an inflationary threat 
if they put money into the hands of consumers be- 
fore industry has produced sufficient goods for them 
to buy. These cuts might also be inflationary if 
labor receives increases which cannot be absorbed 
by manufacturers and distributors. If a considerable 
rise. in prices resulted, our economy would be 
started on an inflationary spiral. On the other hand, 
if wages go down and prices do not, the people will 
probably need the money saved by tax decreases to 
maintain their standard of living. 

Therefore, the net effect of these tax cuts totalling 
$5,350,000,000, is not readily apparent until other 
factors in our economy become crystallized. 


CONSTRUCTION: ‘There is a serious danger 
that the cost of houses 
may get way out of line. The War Production 
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Board kept tight control over building materials 
during the war so that there was little opportunity 
for residential construction. Now there will be a 
struggle to get the limited amount of available 
building supplies because the demand for homes 
is extreme. Although the Office of Price Admin- 
istration has placed ceiling prices on building ma- 
terials, there is no ceiling on the sale of finished 
dwellings. The tendency will be for prices to soar 
on the homes. Because there is more profit on an 
expensive house than a cheap one, the few supplies 
there are may be diverted into the high priced house 
rather than the less expensive one wanted by so 
many of the returning soldiers. It has been sug- 
gested that legislation be enacted to permit the OPA 
to put ceilings on the prices of finished houses. 
Such controls would be difficult to get through a 
Congress which is in a mood to take off restrictions, 
not put them on. 


RATIONING: Congress must also consider re- 

newal of the Second War Pow- 
ers Act which expires December 31, 1945. Included 
in this Act is the authority to ration. If rationing is 
once discontinued it will be impossible to get it back 
again. Furthermore, if rationing is removed while 
supplies are still scarce, pressures to increase prices | 
will be strong. 


FOOD SUBSIDIES: Another factor which 

would tend to push food 
prices up is the suggested removal of food subsidies. 
To substitute for government aid, farmers would 
probably press for an increase in prices so they could 
continue to maintain profits. 

Looking at the economy as a whole, the greatest 
dangers appear to be coming from the inflationary 
forces. Such was the pattern after the last war 
when prices went up 44% from March 1919 to June 
1920. This country must make a determined effort 
to strike a balance between the two unhealthy poles 
of depression and inflation. The total picture is 
affected by so many different factors that the prob- 
lem requires constant scrutiny and the closest kind 


of over-all coordination. 
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Labor-Management Relations 


It would be easy to be influenced by the wide 
publicity given to current strikes and jump to the 
conclusion that “Congress ought to do something 
about it.” 

Actually, there are a few fields in which legisla- 
tion is less likely to furnish the solution. The Smith- 
Connally Anti-Strike Act has been so unsuccessful 
that there is now widespread demand in Congress 
and among business groups, as well as in the labor 
movement, for its early repeal. Experience in this 
country and elsewhere has shown that compulsory 
arbitration is more likely to stimulate strikes than to 
prevent them. Congress will never be able to legis- 
late harmony between labor and management; this 
can only be achieved when both parties sit down to 
negotiate in an honest effort to reach an under- 
standing. 

Therefore, we look with hope to the Labor-Man- 
agement Conference which the President is calling 
on November 5. The objective of this conference 
is to work out, by agreement between labor and 
industry, means to minimize labor disputes. 

The conference will be held in the Department 
of Labor in Washington and is expected to last a 
week or ten days. Provision has been made for 
attendance by delegates and alternates representing 
the U. S. Chamber of Commerce, the National Asso- 
ciation of Manufacturers, the CIO and the AF of L, 
plus representatives of the Departments of Com- 
merce and Labor. The plans have gotten off to an 
auspicious start with a report from a subcommittee 
on arrangements which reached unanimous agree- 
ment on agenda, scope of representation, method of 
choosing delegates and conference procedures. It 
is expected that this report will be published within 
the next few days, upon approval of the committee. 

This voluntary type of approach to the industrial 
relations problem is sound and should be given 
every chance of success. 


Vital Issue 


Last week Congress fulfilled its duties in one re- 
spect to the District of Columbia. While matters 


of state awaited their turn, patiently or impatiently 
in various cases, the House of Representatives took 
time to consider the vital matter of the legal size of 
rockfish to be sold in the District of Columbia. The 
decision was that eleven inches should be the mini- 
mum below which rockfish should not be sold, thus 
taking a step toward conserving the dwindling sup- 
ply. The bill was sent to the Senate where it is 
hoped that it will be given careful consideration. 
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